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IRELAND: KEY ECONOMIC INDICATORS 


All values are in Irish pounds A 
Exchange Rate: 161.92 (year) 
(December 4, 1980) 1978 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 
GNP at Constant (1975) Prices 
Per Capita GNP Current Prices 
Personal Consumer Expenditure 
Gr. Dom,Fixed Capital Formation 
Indices: 

Industrial Production (1970=100) 
Avg. Labor Productivity (1970=100) 
Avg. Industrial Wage (1979=100) 
Labor Force (000) April 
Unemployment Rate (%) (April) 


MONEY AND PRICES 


Money Supply (Ml-avg. for year) 
Total Gov. Debt Outstanding (Dec) 
Interest Rates (Central Bank-Dec) 
Associated Banks 0/D (Dec) 
Consumer Price (1975=100) 

Retail Sales, Value (1975=100) 


BALANCE OF PAYMENTS AND TRADE 


Gold & For. Exch. Reserves (Dec) 1252m 
External Gov. Debt (Dec) 1045m 
Current Account (-) 149m 
Balance of Trade (-) 730m 
Exports 2960m 
US Share (%) 6.4 
Imports 3706m 
US Share (%) 8.2 
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Main US Exports to Ireland (according to Irish trade statistics 1979): office machines 
and automatic data processing equipment and components (Ib71 million); feedstuffs (soya) 
(1635 million); electrical machinery (Ib29 million) transport equipment (aircraft) 

(1627 million); general (non-electric) machinery (Ib21 million); organic chemicals 

(Ib19 million). 


Main US Imports from Ireland (according to Irish trade statistics 1979): non-metallic 
mineral manufactures (glassware) (Ib16 million); semi-conductors and other electrical 
products (1615 million); professional, scientific and controlling apparatus (medical, 
surgical, veterinary) (Ib10 million); casein (Ib7 million); textiles (Ib7 million); 
organic chemicals (I66 million); pharmaceuticals (Ib6 million). 


- Forecast. 2. August 1980, percent change from August 1979. 


- Figure for June 1980; percent change from June 1980. 


1 
4. Figure is 3rd quarter, 1980; percent change from 3rd quarter 1979. 
5 
n. 


a. - not available. 


3. October. 





SUMMARY : 


The small, open Irish economy has been unable to escape the effects of the 
general economic slowdown affecting its major Western trading partners. 
Real growth of gross national product (GNP), which slowed from 6 percent 
in 1978 to 3 percent in 1979, is expected to drop to 1 percent or 

less in 1980. Unemployment has been increasing since the second auarter 
and is now about 19 percent of the labor force. The inflation rate has 
also increased in 1980; the consumer price level is expected to be 18 - 

19 percent higher for 1980 as a whole than for 1979. 


The Irish government stressed fiscal responsibility in its 1980 budget 
with a reduction of the large budget deficit a primary aim. With slowing 
economic growth and sizeable public sector wage increases, however, it 
appears that government spending will significantly exceed budget targets, 
and the deficit will again, as in 1979, be in the neighborhood of 14 
percent of GNP. 


Future economic initiatives by the Irish Government will have to maintain 
a fine balance between the need to create jobs for Ireland's growing 
population and the need to dampen high inflation. A new National Wage 
Understanding negotiated in August should help insure relative labor peace, 
but there has been criticism of the high level of wage increases promised. 
Basically, a strong revival of the Irish economy will depend on the pull 

of renewed demand in Ireland's primary trading partners. The general 


forecast of slow growth in the major OECD economies in 1981 is not en- 
couraging. Irish exports have grown in 1980, and the balance of trade and 
payments will improve in 1980 compared to 1979. 


Irish-U.S. trade has shown strong growth in both directions. In the 

first nine months of 1980, Irish imports from the United States were 
valued at 353 million Irish pounds and exports reached 155 million pounds. 
The United States dollar remains very competitive at current exchange 

rates especially with the pronounced rise of the English pound. Although 
neither investment nor consumer spending will increase in real terms in 
1980, both are at a historical high and create demand for a variety of 
products. The government is proceeding with major infrastructure projects, 
e.g. electricity generation and renovation of the national telecommunications 
system. Off-shore oil exploration by several private companies is another 
growth sector. 


Several new American firms which have announced plans to set up manufactur- 
ing facilities in Ireland this year join more than 200 U.S. firms already 
established. Total U.S. manufacturing investment amounts to about Ibl 
billion. There is also a strong American presence in the finance and 
service sectors. Irish government incentives for foreign investments re- 
main attractive with special encouragement currently being given to the 
electronics and health care industries. 





I. CURRENT ECONOMIC TRENDS IN IRELAND 
A) 1979 A Mixed Year for the Irish Economy 


In 1979 economic performance fell significantly below that of 1978 and 
substantially short of ambitious government targets. Real GNP growth 
registered 3 percent, half of 1978's and less than half of the 
government's target. Local and international oil price and supply 
problems, domestic labor disputes and the effect of severe weather con- 
ditions on agricultural production all contributed to the slowdown. 


The average consumer price index for 1979 was 13.3 percent above that for 
1978. The trade deficit rose 80 percent to Ibl1.3 million in 1979, and the 
current account deficit grew to Ib760 million (10 percent of GNP) from 
Ib150 million 1978. The central government budget deficit climbed to Ibl 
billion, 14 percent of GNP. 


Bright spots included the reduction of unemployment to its lowest level in 
five years. The “live register" (unemployment benefits list) stood at 
88,600 at year-end 1979, about 7.6 percent of the workforce but 10 percent 
below the end-year 1978 figure. 


Industrial production increased about seven percent by volume. Gross 
domestic fixed capital formation increased by more than 13 percent in real 
terms and constituted over 30 percent of GNP. Investment in machinery and 
equipment grew by almost 15 percent. 


B) Difficult Times in 1980 


The Irish economy slipped into recession in the second quarter of 1980 as 
retail sales and industrial output began to fall and unemployment began to 
rise. Although most economic forecasters expect consumer and foreign 
demand to strengthen by the end of the year, the overall forecast for the 
year is for real growth of GNP of 1 percent or less. 


The consumer price index as of mid-August was running 18.8 percent above 
August 1979, and the increase for the year as a whole is expected to be at 
the same level. With the conclusion in September of a new National Wage 
Understanding which will act as a guide for wage increases throughout the 
economy for the next fifteen months, average basic rates of pay are 
expected to increase by some 22-23 percent in 1980, considerably higher 
than the 16 - 17 percent sanctioned by the national agreements. 


There were 92,000 persons on the "Live Register" (unemployment register) 
in April. This number had risen to 110,900 -- nearly 10 percent of the 
workforce -- in October and will go even higher before the end of the 
year. With the rise in unemployment and part-time employment, the private 
sector non-farm pay bill may drop slightly in real terms. With the public 


sector included, however, the total non-farm pay bill will increase 1 - 2 
percent in real terms. 





The farm sector faces a particularly bad year in 1980. Total out- 

put will stagnate in real terms, prices for produce are on the average 
down slightly, while input prices are sharply up. As a result, net 
farm income is predicted to drop some 5 percent in current prices, or 
18 percent or more in real terms. 


As a result of the squeeze on incomes, final private consumer expenditure 
is expected to fall by 1 1/2 percent for 1980 as a whole with vehicle 
sales and servicing absorbing most of the drop. Investment spending will 
also decrease in real terms as a result of weak demand, high interest 
rates and uncertainty over future prospects in both industry and 
agriculture. Forecasters expect a drop of between about 9 and 12 percent 
in the real value of investment. It should be noted that investment 
increased sharply in 1978 and 1979; even with a drop of 11 percent in 
1980, investment will remain a high 29 percent of predicted GNP. 


With domestic consumption and investment both falling in real terms in 
1980, any increase in real GNP will come as a result of increased exports. 
Irish exports in the first nine months of 1980 have shown a 22 percent 
increase in value over the same period in 1979. Forecasters expect total 
exports of goods and services to increase about 20 percent for the year, 
of which about 7 percent would be growth in volume and the remainder the 
result of price increases. Imports have grown 11 percent in value in the 


first nine months and are expected to maintain this rate for the year 

as a whole; in volume terms, this would mean a 7 percent decrease in 
imports, more than offset by a 19 percent increase in import prices (led, 
of course, by oil price increases). 


If these predictions are correct, the trade deficit in 1980 will be 

about 1,150 million pounds, an improvement of 150 million pounds over 1979 
in current pounds. The balance of other current account items will show 
little change in 1980, and the current account deficit is expected to 
improve from 730 million pounds in 1979 to 600 million pounds or a bit 
less in 1980. 


C) Government Budget and Policy 


The government of Charles Haughey, who replaced Jack Lynch as head of 
government and leader of the majority Fianna Fail party in December 1979, 

has sought to pursue cautious economic policies following large budget 

and balance of payments deficits and a 13 percent inflation rate in 

1979. The 1980 budget called for an increase in current expenditure 
slightly below the expected price inflator and a reduction of the 

government borrowing requirement for current and capital expenditure 

from 1,009 million pounds in 1979 (14 percent of Gross National Product) 

to 896 million pounds in 1980 (10.6 percent of predicted GNP). It now appears 





that government spending will exceed the budget, and revenues will fall 
somewhat short of predictions. As a result, government spending will 
be slightly expansionary rather than slightly deflationary for the year 
as a whole at a cost of a government borrowing requirement for the 
current year estimated to reach 1175 million pounds, or 14 percent of 
GNP. 


Central Bank policy has aimed at permitting only a gradual increase in 
the money supply and in domestic credit. Personal bank loans were to 

be limited to 6 percent expansion in the 12 months to February 1981, and 
productive loans were to grow by a maximum of 14 percent in the same 
period. Domestic loan demand in the first half of the credit 

year has been so low that the guideline limits have had no real 

impact. At the same time, foreign-currency borrowing, a large part of it 
by the government and semi-state organizations, has exceeded expectations. 
Low demand for domestic credit has been largely a result of high interest 
rates and the general business slowdown. In mid-October, the Central 
Bank announced a reduction of its rediscount rate to 12.75 percent (down 
from a high of 16.85 percent in March-June) and at the same time extended 
credit guidelines to include foreign borrowing. 


In keeping with recent Irish practice, the government participated in 
tripartite negotiations with the Irish Congress of Trade Unions and Irish 
employer and industry organizations on a new National Understanding on 
wages. This national wage agreement covers most employees in both the 
private and public sectors. After long and difficult talks, the three 
parties signed an agreement which called for wage increases of slightly 

over 8 percent on October 1 and an additional 7 percent eight months 

later. The term of the entire Understanding is 15 months. The Under- 
standing also contains commitments from the government on economic and 
social policies. Past National Understandings have been generally success- 
ful in reducing the number of industrial disputes in Ireland, but the 
magnitude of wage increases in the new Understanding are somewhat higher than 
the Government, most economists and,above all,employers had considered desirable. 


While the Government has not yet announced economic policy guidelines for 
1981, a number of constraints will limit initiatives in the coming year. 
With high inflation, sizeable wage increases and large budgetary and 
balance of payments deficits, the Government's freedom to introduce new 
expansionary policies to promote employment is severely limited. Real 
growth in Ireland in 1981 will be dependent primarily on the stimulus of 
renewed growth in Ireland's principal trading partners. Since most fore- 
casts predict fairly slow growth in both the United States and major 
European countries, Ireland is probably facing another year of low real 
economic growth and a continuing high level of unemployment. 


II. IMPLICATIONS FOR THE UNITED STATES 


A) U.S. - Irish Trade Growing 


Ireland's trade with the United States has grown faster than the Republic's 
total trade in the first nine months of 1980. The United States has 





strengthened its position as the second largest supplier of the Irish 
market with sales of 353 million pounds, 8.9 percent of total Irish 
imports and an increase of 15.6 percent over the same period in 1979. 
Irish sales to the United States were up 25 percent to 155 million 
pounds for the nine months. 


Ireland's low rate of economic growth in 1980 has meant a lower level of 
real imports for the year and has curtailed sales opportunities in some 
areas. Although prospects for economic growth in 1981 appear modest, there 
should be a resumption in real growth of imports as inventories have been 
drawn down this year, a number of new private investments have been 
announced and the government will press ahead with several major investment 
projects. Despite some strengthening of the dollar in October 1980, 
current exchange rates make U.S. prices highly competitive. 


The Electricity Supply Board is continuing a program of expanding non-oil 
electricity generating capacity. This creates needs for generating and 
pollution-control equipment. Coal imports are increasing. The ESB is 
purchasing and testing alternate energy technology -- in particular, wind 
generating equipment. Planning for Ireland's first nuclear power plant 

has slowed, and the government will probably not make a final policy decision 
for or against nuclear power for another year or two. Interest in energy- 
saving technology for domestic or industrial use is high. 


A major renovation of the national telecommunications network is moving 
ahead. Contracting should begin early in 1981 for transmission equipment 
and for an earth sdtellite station. In addition to these major phases of 
the renovation, the modernization and replacement of cables and other 
equipment create many smaller sales opportunities. 


Other large-scale projects now underway or under consideration include: 
improvement of intra-city transport in Dublin, improvement/replacement of 
railroad equipment, extensive harbor and road development, a fleet replace- 
ment and expansion program by the national airline, and continuing off- 
shore oil exploration. Consumer goods, automotive tools and supplies and 
construction and materials handling equipment are among many other areas 
where long-term market prospects are favorable. The sales potential is 
good for equipment for tourist~related industries. With rising incomes and 
more affordable trans-Atlantic air fares, the Irish are discovering the 
United States as a vacation land, and sales of tourist services should grow 
rapidly. 


Animal feeds, especially soybean meal, and cotton are the largest U.S. 

agricultural exportsto Ireland. With rising living standards and urban- 
ization over the past few years, sales prospects for consumer food items 
have improved, and American wines have begun to make inroads in Ireland. 


B) Encouragement of Foreign Investment Remains Strong 


Successive Irish Governments have strongly encouraged foreign investment, 
and a number of incentives are offered to the potential investor. More 





than 200 American firms have begun manufacturing projects in Ireland 
since 1960, and the number continues to rise. Total U.S. investment in 
the manufacturing sector is estimated at over bl billion, about half 

of all foreign fixed investment in ireland. A number of banks and 
service companies are also represented in Ireland. U.S. investors are 
prominent in a wide variety of areas including pharmaceuticals, 
electronics, textiles and automobile production and in non-manufactur- 
ing activities such as banking and hydrocarbon exploration and 
development. 


Many U.S. businesses find Ireland an attractive location to manufacture 
for the European Community market inside the EC customs area. The 
availability of a reasonably well-trained, English-speaking work force 
and relatively moderate wage costs have been important factors. The 
government has aggressively sought to attract foreign manufacturing 
and service industries which are export-oriented with high value- 
added content and good long-term growth prospects. An imaginative 
financial incentive program has included capital grants and a tax-free 
export-profit scheme. The government is phasing out the latter and 
will instead reduce corporate income tax for all manufacturing firms 
to 10 percent beginning in 1981. 


In the first nine months of 1980, some 375,000 man-days have been lost 
due to strikes and 1980 as a whole promises to be close to a record 
low for strikes. Most foreign investors, especially American firms, 
have experienced relatively little lost time due to in-house strikes. 
More than half of all strikes in Ireland are "unofficial", or without 
union approval. These wildcat strikes generally involve relatively 
few workers but are frequently in key service areas and are sometimes 
quite disruptive. While the National Wage Understandings are generally 
credited with reducing the number of industrial strikes, they also in 
recent years have resulted in fairly high across-the-board wage 
increases. There is some fear that this trend of high inflation and 
high wage increases could erode the attractiveness of Ireland as a 
low-wage investment locale within the European Community. 


* U. S. GOVERNMENT PRINTING OFFICE: 1981—341-007/364 





